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GLADWIN CITY-COUNTY TRANSIT 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED SEPTEMBER 30, 2004 AND 2003 
 
NOTE A--REPORTING ENTITY 
 

The Gladwin City-County Transit System (the “Transit”), a component unit of Gladwin 
County, is a county-wide transportation system created by an inter-local agreement dated 
June 22, 1981 between the County of Gladwin and the City of Gladwin.  Administrative 
control of the system was transferred to the Gladwin City Housing Commission with the 
County Treasurer acting as fiscal agent.  The Transit may not issue debt and the tax levy 
is subject to Gladwin County Board of Commissioners’ approval.  The Transit taxes are 
levied under the taxing authority of Gladwin County total tax levy and are reported in the 
Public Transit Fund.  The fiscal year of the Transit is October 1 through September 30. 
 
The criteria established by the Governmental Accounting Standards Board (GASB) 
Statement No. 14, “The Financial Reporting Entity,” for determining the reporting entity 
includes oversight responsibility, fiscal dependency, and whether the financial statements 
would be misleading if data were not included.  Based on the above criteria, these 
financial statements present the Gladwin City-County Transit, a component unit of 
Gladwin County. 

 
NOTE B--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of the Transit conform to generally accepted accounting 
principles as applicable to governmental units.  The following is a summary of the 
significant policies. 

 
 Basis of Presentation
 

The following activity of the Transit is recorded in a separate fund categorized as 
follows: 

 
Enterprise Fund

 
This fund accounts for operations: (a) that are financed and operated in a manner similar 
to private business enterprises where the intent of the governing body is that the costs 
(expenses including depreciation) of providing goods or services to the general public on 
a continuing basis be financed or recovered primarily through user charges; or (b) where 
the governing body has decided that periodic determination of revenues earned, expenses 
incurred, and/or net income is appropriated for capital maintenance, public policy, 
management control, accountability or other purposes. 
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GLADWIN CITY-COUNTY TRANSIT 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED SEPTEMBER 30, 2004 AND 2003 
 

NOTE B--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Measurement Focus/Basis of Accounting
 

The Transit’s funds are accounted for on a cost-of-service or “capital maintenance” 
measurement focus using the accrual basis of accounting.  The accrual basis provides that 
revenues are recorded when earned and expenses are recorded when the related liability 
is incurred.  The Transit applies all GASB pronouncements as well as the FASB 
pronouncements issued on or before November 30, 1989, unless those pronouncements 
conflict with or contradict GASB pronouncements. 
 
Fixed Assets and Depreciation

 
Fixed assets are stated at historical cost.  Costs relating to maintenance and repairs are 
charged to expense, whereas those for renewals and betterments, when significant in 
amounts, are capitalized.  Provisions for depreciation of equipment are computed on the 
straight-line method.  Depreciation rates are designed to amortize the cost of the assets 
over the estimated useful lives of the assets, which range from three to twenty years. 
 
Property Tax Revenues

 
The county property taxes are levied on each December 1st on the taxable value of 
property located in the county as of the preceding December 31st. 

 
The county’s 2003 ad valorem tax was levied and collectable on December 1, 2003.  It is 
the Transit’s policy to recognize revenues from the current tax levy in the Transit’s 
2003/2004 fiscal year when the proceeds of this levy are budgeted and made available for 
the financing of the Transit Corporation’s operations.  

  
 The 2003 taxable value of Gladwin County amounted to $709,074,403 on which ad 

valorem taxes of .4626 mills were levied for County Transit Fund operating purposes. 
 

Cash, Cash Equivalents and Investments
 

For the purpose of the statements of net assets and cash flows, demand deposits and 
short-term investments with a maturity of three months or less when acquired are 
considered to be cash equivalents.  Investments are stated at fair value based on quoted 
market prices. 
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GLADWIN CITY-COUNTY TRANSIT 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED SEPTEMBER 30, 2004 AND 2003 
 

NOTE B--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Use of Estimates

 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the 
reported amounts of the following: assets and liabilities; disclosure of contingent assets 
and liabilities at the date of the financial statements; and the reported amounts of 
revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Compensated Absences (Vacation and Sick Leave)

 
It is the Transit’s policy to permit employees to accumulate earned but unused sick and 
vacation pay benefits.  There is no liability for unpaid accumulated sick leave since the 
Transit does not have a policy to pay any amounts when employees separate from service 
with the Transit.  All vacation pay is accrued when incurred and reported as a liability in 
the Statement of Net Assets. 
  

NOTE C--CASH, CASH EQUIVALENTS AND INVESTMENTS 
 

Deposits are carried at cost and are currently in one financial institution.  Michigan 
Compiled Laws, Section 129.91 et al., authorizes the Transit to deposit and invest in the 
accounts of Federally insured banks, credit unions, savings and loan associations; bonds, 
securities, and other obligations of the United States, or an agency or instrumentality of 
the United States; United States government of Federal agency obligation repurchase 
agreements; bankers’ acceptance of United States banks, commercial paper rated by two 
standard rating agencies within the two highest classifications, which mature not more 
than 270 days after the date of purchase; obligations of the State of Michigan or its 
political subdivisions which are rated investment grade; and mutual funds composed of 
investment vehicles which are legal for direct investment by local units of government in 
Michigan.  The Transit’s deposits and investment policy are in accordance with statutory 
authority. 

 
At September 30, 2004 and 2003, the breakdown between deposits and investments were 
as follows: 
 

  2004  2003 
Bank deposits (checking and savings 
  accounts) 

  
$    106,201

  
$    114,626 

Cash held by the County Treasurer  373,106  435,863 
Petty cash and cash on hand  150    150 

Total Cash and Cash Equivalents  $   479,457  $    550,639 
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GLADWIN CITY-COUNTY TRANSIT 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED SEPTEMBER 30, 2004 AND 2003 
 

NOTE C--CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued) 
 
At September 30, 2004 and 2003, the bank balances of the Transit’s deposits are 
$124,764 and $179,893, of which $100,000 is covered by federal depository insurance.  
The actual bank balances of amounts held by the County Treasurer for the Transit is 
insured only to the extent that some or all of the County’s available insurance coverages 
could be allocated to these specific accounts. 

 
NOTE D--CAPITAL ASSETS 
 

Major classes of property and equipment consist of the following at September 30, 2004 
and 2003: 
 

 
September 30, 2004 

 Purchased with 
System Funds 

 Purchased with 
Capital Grants 

  
Total 

Land and Improvements  $            198,853  $          45,712  $      244,565 
Buildings & Improvements  117,948  628,697  746,645 

Buses/Vehicles  140,946  1,426,234  1,567,180 

Equipment  64,991  265,850  330,841 

Total Capital Assets  522,738  2,366,493  2,889,231 

Less: Accumulated Depreciation  204,460  1,398,065  1,602,525 

Net Property and Equipment  $            318,278  $         968,428   $  1,286,706 
 

 
September 30, 2003 

 Purchased with 
System Funds 

 Purchased with 
Capital Grants 

  
Total 

Land and Improvements  $            198,853  $          45,712  $     244,565 
Buildings & Improvements  85,597  309,330  394,927 

Buses/Vehicles  147,746  1,379,658  1,527,404 

Equipment  64,991  265,850  330,841 

Total Capital Assets  497,187  2,000,550  2,497,737 

Less: Accumulated Depreciation  174,526  1,460,172  1,634,698 

Net Property and Equipment  $             322,661  $         540,378  $      863,039 
 
The depreciation expense for the years ended September 30, 2004 and 2003 was $234,087 and 
$200,399, respectively. 
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GLADWIN CITY-COUNTY TRANSIT 
NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED SEPTEMBER 30, 2004 AND 2003 
 

NOTE E--PENSION PLAN 
 

The Transit, through its oversight agency the Gladwin City Housing Commission, 
provides a retirement benefit for its employees.  On January 1, 1989, the Gladwin City 
Housing Commission adopted the Gladwin City Housing Commission Deferred 
Compensation Plan and the Gladwin City Housing Commission Section 457 Plan to 
provide this benefit.  On November 11, 2003 the Gladwin City Housing Commission 
adopted Resolution #03-7, which terminated these plans, and then adopted Resolution 
#03-8, establishing a defined benefit pension plan through the Municipal Employees’ 
Retirement System of Michigan (MERS).  Assets of the previous plans were transferred 
to the new plan.  For the years ended September 30, 2004 and 2003, the Transit paid 
pension costs totaling $50,774 and $19,462, respectively. 
  

NOTE F--RISK MANAGEMENT 
 

The Transit participates in a public entity risk pool with other local units of government 
in the Housing Authority Property Insurance Group and the Housing Authority Risk 
Retention Group.  These self-insurance plans provide members with loss protection for 
property damage, general liability, automobile damage, and boiler and machinery 
damage.  The Transit also participates in the Michigan Transit Insurance Pool, which 
provides insurance covering system vehicles.  The total cost of these plans was $56,050 
and $42,620 for the years ended September 30, 2004 and 2003. 

  
NOTE G--CONTINGENCIES 
 

The Transit receives significant financial assistance from Federal and State governmental 
agencies in the form of operating and capital grants.  The disbursement of funds received 
under these programs generally require compliance with terms and conditions specified 
in the grant agreements and is subject to audit by the grantor agencies.  Any disallowed 
claims resulting from such audits could become a liability of the Transit.  However, in the 
opinion of management, any such disallowed claims will not have a material effect on the 
financial statements included herein or on the overall financial position of the Transit. 
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GLADWIN CITY-COUNTY TRANSIT 

NOTES TO THE SCHEDULE OF EXPENDITURES 
OF FEDERAL AND STATE AWARDS 

      
 
1. The accompanying Schedule of Expenditures of Federal and State Awards present the 

activity of all Federal and State awards programs of the Gladwin City-County Transit.  
Federal and State awards received directly from Federal or State agencies, as well as 
Federal or State awards passed through other government agencies, are included on the 
schedule. 

 
2. The accompanying Schedule of Expenditures of Federal and State Awards is presented 

using the accrual basis of accounting which is described in Note B of the Gladwin City-
County Transit’s financial statements. 

 
3. The maximum State Operating Assistance of $710,726 was not recognized, due to 

uncertainty of the actual payment from the State.  The revenue is based on statewide 
available funding and could be as low as $351,974 which is the 1997 floor.  See Schedule 
4 for net eligible costs computation. 

 
4. The Transit participates in a public entity risk pool with other local units of government 

in the Housing Authority Property Insurance Group and the Housing Authority Risk 
Retention Group.  These self-insurance plans provide members with loss protection for 
property damage, general liability, automobile damage, and boiler and machinery 
damage.  The Transit also participates in the Michigan Transit Insurance Pool, which 
provides insurance covering system vehicles. 
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